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Abstract 
NHM Industries (NHM) is  an established  small medium enterprises (SMEs) owned by two siblings which 
operated since 1996 in Kuala Terengganu, Terengganu, Malaysia.  The biggest achievement of NHM is the 
company able to achieve the sales around 5 million in year 2003 and 2004. However, it was a short success, 
the company‟s sales decline drastically from 2006 till 2013. Even though the vision of NHM is to be the 
leading service providers, contractors and suppliers in the land and marine electrical and electronic systems 
which is offered on land, sea and the oil and gas companies, however the company‟s achievement is still far 
to reach the expected vision. Many challenges and issues in operation and management must be encountered 
by NHM. This case study will look at the operational challenges and several issues faced by NHM, internally 
and externally. 
 
1. Introduction 
It was already 3am in the morning on Monday morning in 2014 in Terengganu, Malaysia, when Mr. 
RasyidAlwi, the Managing Director of NHM Industries hadn‟t have a good sleep as he was thinking for the 
top management review meeting which scheduled at 9am in the morning where he would be presenting the 
performance of 2012/2013 fiscal year and the master plan for the next 5 years. Though having a great time 
from its inception in 1997 till 2005, 2006-2013 fiscal years totally test the survival of the company in facing 
business challenges. Declining sales during the period had affected the growth of the company. For sure, 
NHM Industries need new strategic plan that will transform the company from current situation to a more 
stable condition within a short period of time. But most importantly, how to ensure the sustainable of its 
business venture in the long term. Past experiences showed that, the current business model of the company 
was very fragile with the changes in economic climate, political and government policies. Transformation 
plan that covers turnaround plan, growth option and business expansions were some of the things that have 
been put in the proposal by Mr. RasyidAlwi. However, what made him awake till 3am was how he want to 
operationalize the plan across the different organizational functions under the leadership of the Board of the 
Directors? 
 
2. Overview of the Organization 
NHM Industries (NHM) was established on 3 December 1996 by two siblings, Mr. RasyidAlwi and his 
brother Mr. Ahmad Alwi. Mr. Ahmad Alwi is the elder brother, who hold Operation Director Position 
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meanwhile Mr. Rasyid Alwi, the younger brother, is the Managing Director of NHM. NHM began operations 
as a manufacturer of electric switchboards and Class a Electrical Contractor in its own factory on the 15th 
August 1997. 
The company is located in Kuala Terengganu, Terengganu, Malaysia.  The manufacturing, assembly 
and administration at NHM are carried out under one roof. The factory‟s land is about 0.501 square acres. 
Workshops and machines available in the plant mainly serve to build metal frame switchboards, distribution 
boards, panels and other work related to engineering. NHM  was  established  with  a  shared  capital  of  
RM1.5  million.  The company was set up in conjunction with government efforts to produce more 
entrepreneurs at a professional level towards achieving Vision 2020.  
The company  strives  to  provide  ingenious electrical  and  power  solutions  to  meet  its  client‟s  
requirements. The company's vision is to be the leading service providers, contractors and suppliers in the 
land and marine electrical and electronic systems which is offered on land, sea and the oil and gas 
companies. The company‟s objectives are to acquire the skills and technologies in the work of electrical and 
electronic systems and to provide effective services for the oil, gas and sea. 
In NHM, Mr. Rasyid Alwiis the Managing Director who is responsible for managing the accounting and 
financial issues with the help of an account clerk. Under the company‟s internal system, at the end of each 
year they will have strategic planning for the next year, which includes discussions on the company‟s present 
year performance, budget review, financial planning, probability analysis, risk management, control system, 
next year‟s strategies for each department as well as future plans and activities.  
 
3. The Business Challenges  
Like any business, NHM too has had its fair share of ups and downs in its business venture. In year 
2005, NHM experience a sudden shortage of projects and it continues until year 2013. It happened when 
NHM face some conflict with some contractors due to the standard change of used component. Contractors 
complain to JKR (Works Department) simultaneously cause a conflict between JKR and NHM. The effect is 
that JKR would not recommend NHM to new contractors to take the switchboards from NHM. 
NHM is one of the leading producers of electrical switchboards. Therefore the main part of this 
company is in the operation department, where the processing work carried out. Work delay never happened 
in a long time. Usually the delay occurs for 2 to 3 days due to the quality of the stock whether they are good 
or or otherwise, the transportation is not problem, but the projects‟s sketch have not been approved. Sketches 
of the framework often referred to JKR and consultant to ensure quality work as requested by the customer. 
Repeated work usually happens when a sketch is completed and if customers request for additions to the 
plan, the company had to start over. It waste their time for the next 2 to 3 days. 
Damage is often common in CNC machine (punch machine) process. This is due to miscalculation and 
programming. Damaged items will be reused if still good. NHM didn‟t provide specific training for new 
workers; usually they will be guided by senior workers within one or two months. NHM have a problem in 
operation. NHM also do not practice the 5S system. Worker did not practice this system because of lack of 
monitoring from supervisor and the owner about the system exactly. The owner and the supervisor 
themselves are lacking on the knowledge and experience in practicing the system. They don‟t have enough 
time to motivate the employees to follow 5S. Workers also play an important role in adopting the 5S system 
during working hours. 5S system is a structured program to implement workplace organization and 
standardization. The advantage of 5S system is able to improve security, working efficiency, productivity 
and provide a structured environment, which can also motivate employees. 
In 2003 and 2004, the sales achieved by the NHM is around RM5 million and above. This is because in 
these years NHM has a contract with TM and operate for 24 hours (3 shifts). However, sales began to decline 
from 2006 to 2008 and it continues until 2013. This was due to less NHM projects where there is no demand 
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for electrical switchboard. Furthermore, the contract between NHM and TM also has expired and sales only 
reached in the cycle of RM 3 million to RM 4 million per year. 
Achievement of net profit margin for NHM is not effective because of the continuous declination (2006 
- 2013). In addition to that, the decrease in net profit margin was due to an increase in operating and 
administrative expenses. Terms of payment are divided into two phases where, in the first phase of the 
customers provide advance payment (deposit) of 50% of the total price of the electrical switchboard ordered. 
In the second phase, the customer would pay the remaining 50%. Payment is subject to the preferenceof the 
client and NHM. Although the terms of payment have to be disclosed to the customer, the failure of 
repayment of debt collection by the customer still arises. 
Besides that, there are about RM 1.2 million debts that NHM fails to collect from the customers. The 
debts were defaulted since 2005 until 2010. NHM face this problem because they do not have proper 
procedures in collecting payment. Therefore, they have been facing difficulties in paying off the debts to 
suppliers. The solution has been taken to resolve this problem Mr. RasyidAlwihad sought help law firms to 
send a notice of court. But they had to bear the cost of attorney. 
 
4. Does a Business Advisory Service Help? 
NHM does not have its own accounting department as it is expensive to employ and retain permanent 
accounting personnel. They outsource their accounts together with audit and tax services on a yearly basis to 
an audit company through their company secretary.  However, book keeping, budgetary control and 
budgeting, standard costing and marketing are all done by the two directors as they find the services provided 
by are Audit Company too expensive. NHM‟s success today is mostly due to the sufficient guidance and 
technical advice provided by the government agencies especially by the Malaysian Cocoa Board, SME Corp, 
Agriculture Department, RISDA and MARA which helped the company in the form of funds and equipment. 
They also gives NHM an advantageous position for its financial management and production. 
SMEs need assistance from business consulting services in helping them to use the financial tools such 
as breakeven analysis, budgeting, financial ratios, costing analysis as most of them come from a non-
financial background and lacks in accounting knowledge. They also need help to market their products both 
locally and globally. Other areas include promotion of the unique features of their products in order to create 
public awareness regarding them. 
According to NHM, the local market is not so supportive towards locally produced products compared 
to imported products. They also need expertise in market intelligence where they will be able to obtain 
information on the current and future demand, potential threats and opportunities that will help the growth of 
the company. Furthermore, the “fast-growth stage” SMEs like them need guidance in pricing as they need to 
ensure that the price that they charged is competitive. 
Organizations like SME Bank, MATRADE, SIRIM, SME Corp, Malaysian Technology Development 
(MTDC), Ministry of Science, Technology and Innovation (MOSTI), Federation of Malaysian 
Manufacturers (FMM) and Dewan Perniagaan Melayu Malaysia (DPMM) were some of the organizations 
that NHM listed that might be able to assist them. SIRIM, according to their views could help in 
standardization and certification of their products and the help of SME Corp, MTDC and MOSTI are needed 
for product development. There is also a need to have a business advisor to offer advice on IT related matters 
as according to them, at the moment they are quite dependent on commercial IT units. They found it difficult 
to ascertain whether the advice given is effective and reliable as they do not have the expertise to evaluate 
them. 
In NHM‟s opinion, Business Consulting Services will be able to help them to grow and to overcome its 
obstacles. NHM hope Business Advisors from local university will be able to provide them with legal advice, 
market intelligence and help them manage their daily operations and growth initiatives to optimize business 
performance and profitability with the suitable range of fee. They also need help to increase revenue, reduce 
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costs and work through periods of change. NHM prefer to deal with government agencies. It is because the 
cost is cheaper than engaging with other external or private agencies. 
 
5. Questions of Concern 
1) Will NHM able to maintain continuous orders/contracts from customers? 
2) How can NHM remain competitive in the industry? 
3) Are an accounting department is not necessarily needed by NHM? 
4) How appropriate training can motivate the NHM‟s employees?  
5) How can NHM prepare itself for the business development in the future, internally and externally 
with the help of business advisors from local university? 
 
6. Conclusion 
Even though ups and downs in the business venture commonly faced by many companies in particular 
SMEs, included NHM, the company must have alternatives to encounter it. Issues and challenges in business 
ventures must have solutions and ways to overcome it. NHM needs to reevaluate its current strategies and 
come out with a new strategic planning in order to remain competitive and sustain in the businesses, either 
for short term or long term. It was a concern for NHM to improvise all the systems they had today, since they 
have to encounter many issues, such as marketing, finance, operation and management related issues. 
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